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TO THE SHAREHOLDERS: 


The second quarter results of operations 
of your Company reflect a major improve- 
ment over the first quarter. Since the amal- 
gamation of Digitech and CDP last August 
10, a series of operational and financial 
changes have been made with the objective 
of creating a firmly established base for 
future profits. Some of these changes began 
to take effect in the second quarter. They 
include: 


e Long term financing to provide a sub- 
stantial improvement in the working 
capital position 


@ Sale of two computers and refinancing 
of related debt over a longer period 


@ Purchase of the outstanding 50% 
ownership in the Omega file, an ex- 
tremely valuable file of computerized 
information on all 60,000 wells in 
Western Canada 


The effects of these changes are as 
follows: 


@ Sales were 18% higher at $835,000 
for the second quarter resulting in 
$1,541,000 for the first half 


@ Cash flow from operations was $45,- 
OOO after a first quarter deficiency 
of $67,000, an. improvement of 
$112,000 from one quarter to the 
next 


@ The working capital deficit position 
improved from $245,000 at the be- 
ginning of the six months period to 
$90,000 at the end 


@ The Company experienced a loss of 
$20,000 (1¢ per share) compared to 
the first quarter loss of $141,000 (9¢ 
per share) resulting in a total first 
half loss of $161,000 (10¢ per share) 


The major part of the first half loss was 
a write-off of $104,000 taken on disposition 
of two computers that were not needed for 
the company’s operations. 


PURCHASE OF OMEGA FILE 


For some time your Company has owned 
a 50% interest in the Omega file, a com- 
puterized record of the geological and geo- 
physical data from all 60,000 wells drilled 
in Western Canada. Using funds obtained 
through refinancing and from operations, 
the Company acquired the outstanding 50% 
interest in this file for $390,000. The file 
has been a steady revenue producer as a 
source of drilling information for Canada’s 
oil companies. 


FINANCING 


In the second quarter two companies pro- 
vided a total of $287,500 in long term 
financing to Digitech. Terms of the agree- 
ment with Bow Valley Industries Ltd. of Cal- 
gary and Canadian Enterprise Development 
Corporation Limited of Montreal provide that 
either company can convert all or any of 
their notes into a total of 231,854 common 
Shares of Digitech up until November 1, 
1980. 


A second arrangement with Canadian 
Enterprise Development in January, 1974, 
after the period covered by this report, 
brought $75,000 additional funds into 
Digitech. 


DISPOSITION OF COMPUTER 


In another arrangement worked out to 
both improve working capital and cut losses, 
Digitech negotiated the disposition of two 
computers. A loss on disposition of $104,000 


was absorbed and $157,000 in payments 
still due were converted from current lia- 
bilities to long term debt. 


OUTLOOK 


The outlook for the third quarter is excel- 
lent with contracts in hand sufficient to ex- 
ceed the second quarter revenue. The Com- 
pany is cautiously optimistic about fourth 
quarter performance. A possible seasonal 
decline may be more than counterbalanced 
by strong demands related to the rapidly 
increasing search for oil and gas in all three 
of your Company’s areas of operation — 
Canada, the Gulf Coast of the United States 
and Great Britain. In addition, the Company 
has diversified its operations into technical 
computer services which should provide 
revenue that is not dependent on seasonal 
fluctuations of the petroleum industry. 


B. BERG, 
President 


February 22, 1974 


This is the second quarterly report by your Company 
since the amalgamation of Digitech Corp. Ltd., Digital 
Technology (Calgary) Ltd. and CDP Computer Data Pro- 
cessors Ltd. The amalgamation became effective August 
10, 1973. 


This report has been prepared on a pooling of interest 
basis — the financial statements of the former companies 
have been combined for the period July | to August 10 
and added to the results for Digitech Ltd. from August 
11 to December 31. 


= 


Report 
to the 
Shareholders 


Effective August 10, 1973 a statutory amalgamation brought together 
the Digitech companies and CDP Computer Data Processors Ltd. 

This amalgamation created the largest wholly Canadian geophysical/ 
geological data processing company, whose shares are trading on the 
Toronto Stock Exchange. 


As this report covers the full year, July 1, 1973 to June 30, 1974, the 
financial information is presented by combining the statements of the 
former companies on a pooling of interests basis. 


THE YEAR IN REVIEW 


Since the amalgamation the company has taken the following major 
steps: 


@ Arranged new financing in the amount of $512,500. 

® Sold off excess computer hardware. 

© Trimmed operating costs in several other areas. 

@ Expanded its office in London, England to serve North Sea and other 
European exploration. 

@ Opened a sales office in Denver to access Western United States 
markets. 

@ Broadened services to include the non-petroleum market in British 
Columbia. 

@ Initiated research programs for development of innovative methods 
including a comprehensive new software system for processing 
geophysical data on the Univac 1106. 

@ Opened up international market contacts for sale of Digitech 
software and expertise to countries installing their own exploration 
data processing facilities. 


EXPANSION OF SERVICE 


In the past year Digitech took aggressive action to expand its services 
and broaden its base both geographically and functionally. This 
expansion is in accordance with the objective of establishing and 
maintaining a position in the growing European and U.S. resource 
development industries, and reducing vulnerability to the possibility of 
changes in the Canadian market for company services. Offices 
opened in London and Denver are operating satisfactorily. However, a 
joint venture in Houston is in the process of being liquidated. During 
the year the company invested $505,000 in cash and assets for the 
development of the London and Houston offices. 


A non-petroleum industry market for company services has been 
developed in British Columbia and now contributes to revenue. 


The company has opened discussions in several countries which are 
desirous of developing capabilities for geological and geophysical 
exploration. 


New equipment, and improvements to equipment, have broadened the 
service capacity of the company into non-seismic areas. 


FINANCIAL 


Digitech’s sales in the past year were $4.2 million, an increase of 25% 
over the combined sales of Digitech and CDP the previous year, before 
the two companies amalgamated. Cash flow from operations was 
$325,000 or 21 cents per share. 


Net loss in fiscal 1974 was $106,000. This figure reflects the following 
extraordinary circumstances: first, operations were below normal in 
the first quarter due to the amalgamation time and costs: in the second 
quarter, write-offs were taken on computers and equipment that were 
not needed for the company’s operations, including one write-off of 
$104,000 for two computers; third, operating losses related to start-up 
costs of the offices in London, Houston and Denver, depleted the 
company’s earnings by $110,000, primarily in the third and fourth 
quarters. 


The company’s working capital is now $8,000, an improvement of 
$312,000 from the position at the beginning of the fiscal year. 


The details of the financing brought into the company in the past year 
are as follows: 


In the second quarter Bow Valley Industries Ltd. and Canadian 
Enterprise Development Corporation Limited of Montreal provided a 
total of $287,500 with an option to convert this amount into 231,854 
common shares of Digitech at any time before November 1, 1980. 


In the third quarter Canadian Enterprise Development Corporation 
Limited provided $75,000 in the form of a note with an option to 
convert the entire amount into 60,484 common shares of the company 
at any time before November 1, 1980. 


ACCOUNTING AND REPORTING POLICIES 


In connection with the amalgamation, accounting policies of the two 

companies were conformed and other adjustments made: 

- Goodwill and amalgamation costs were written off; 

- In fiscal 1974 $237,000 was spent and has been expensed for 
software development by the Company. 


The total effect of the above is to provide the new company with 
accounting policies and asset values for future periods which 
management believes are among the most conservative in the 
industry. 


The 1973 statements presented in this report represent the combined 
results of Digitech and CDP prior to the amalgamation of the two 
companies on August 10, 1973. 


EQUIPMENT CHANGES 


In a transaction in the second quarter Digitech negotiated the 
disposition of a CDC 3300 computer. Also, the Raytheon Compac 75 
system acquired in the CDP amalgamation was sold to the Houston 
joint venture for a 50 per cent equity position. The CDC 3300 
disposition improved working capital and will cut future costs. A loss 
on these dispositions of $104,000 was absorbed and $157,000 in 
payments still due were converted from current liabilities to long term 
debt. 


In the fourth quarter, hardware additions and improvements were 
made for processing seismic data on the Univac 1106. These 
improvements, combined with ongoing software improvements, will 
increase capability in the Calgary office in 1975 and will also provide 
marketable software to users of similar new generation computers. 
These improvements permitted the termination of a lease on two 
smaller computers. 


The company has installed the fastest computerized drafting system in 
Canada which provides gridding and contouring and has applications 
in petroleum engineering, architectural drawings, forms design and 
technological drafting. 


For the London office an EMR 6070 computer was purchased to 
service the expanding market for North Sea exploration data. 


B. BERG 
President 


APPRECIATION 


/ would like to express my sincere gratitude 
and appreciation to the Directors, Manage- 
ment and Staff for their outstanding contribu- 
tion to the progress of the company during our 


first year as an amalgamated company. With a 
continuation of the same kind of initiative, 
energy and cooperation the company has an 
excellent future. 


B. Berg 
President 


Digitech was founded in 1966 as a consulting firm to provide advice to 
clients on optimum methods of using digital computers to process 
seismic data. In 1967 an expanding market for data processing for 
natural resource exploration pointed the way to acquisition of 
computer facilities. Initially block time was purchased from U.S. 
computer service companies. But early customer demand made it 
imperative to locate company computer facilities in Calgary. 


By 1971 Digitech had the opportunity to open a London office to 
provide management and operations services for a major U.K. client. In 
order to keep pace with the growing North Sea activities, independent 
facilities were installed in London in mid-1974 to serve industry in 
general. 


On August 10, 1973 the Digitech companies amalgamated with CDP 
: ; Computer Data Processors Ltd. Digitech had emphasized geophysical 
[) | te C h data processing and CDP geological data processing. The 
Q amalgamation gave clients of each access to the capabilities of the 
other. It also resulted in the pooling of knowledge and experience of a 
= k N) q large number of very fine professionals and technicians. This team 
a @ Q [O U represents the best pool of talent in exploration data processing 
expertise in Canada and one of the best in the world. 
In 1974 a sales office was opened in Denver to keep pace with the 


rapidly developing petroleum industry in the Western U.S. Rocky 
Mountain region. 


Digitech 
services 


COMPUTER SERVICES 


This service provides remote job entry and conversational time sharing 
on Digitech’s Univac 1106 computer. Block time is purchased by many 
companies in a variety of industries throughout Western Canada. 


OMEGA SYSTEM 


The Omega System is an extremely valuable file of computerized 
information on over 70,000 oil, gas and exploratory wells in Western 
Canada. Data from this file is sold to petroleum exploration companies. 


PRODUCTION DATA SYSTEM 


Historical production data from wells in Alberta and British Columbia 
are maintained in a computerized file. Clients may assess production 
histories, pressure calculations, flows and other information. 


CLIENT DATA 


The company has software programs which can manipulate, list and 
create files of client-supplied data. This data can be merged with 
existing file data and retrieved and displayed as lists, charts or maps. 


DIGITIZING 


Analog information is converted to digital information from source 
material such as well logs, seismic sections, contoured maps, water 
depth maps, etc. 


GRAPHIC DISPLAY 


Digitech has a wide range of graphic display devices — including a 
flatbed plotter, an electrostatic plotter, a seismic plotter, a drum plotter 
and hard copy cathode ray tube terminals. 


LAND SEISMIC COMPUTER PROCESSING 


The company has acknowledged expertise in processing land seismic 
data from Canada, the U.S.A. and many other international exploration 
regions. 


OFFSHORE SEISMIC COMPUTER PROCESSING 


The company has processed marine seismic-data from Canada’s east 
coast, Hudson’s Bay, Labrador Sea, Arctic, North Sea, southeast Asia, 
Australia and the Gulf Coast, U.S.A. 


SEISPLOT 


Digitech creates digital files of seismic reflections. Subsequent 
retrieval and processing with mathematical interpretation and 
graphical output saves clients professional and clerical effort. 


SONIGRAM 


This is a Digitech form of synthetic seismograms which includes a 
library of 7,000 wells in Western Canada, the Arctic Islands, east coast 
and parts of the United States. 


GRAVITY AND MAGNETIC DATA 


Digitech offers a varied range of services for the processing, display, 
and interpretation of gravity and magnetic geophysical data. 


DIGITECH LTD. 
Consolidated Balance Sheet 


ASSETS 
Current assets: 


Cash-and term deposits =... a4 eee eee a een eee eee 


Accounts receivable — 


Other: (Note 3). PERE Te Be See ee er ee 
Inventories (NOTE: IE Oh end Got Tr he ee et ree 
Prepaidexpensesy ) Vc PLS Pee FAS ey eae ee 
Prepaid: rentals (Note*5):. 65% ee re le isang eee ee 
Current: portion of notes: receivable. 44.2..... sonra ee eee 


Notes receivable, less current portion (Note 6) 


Programs and systems (Note 7) 
Investment in and advances to 50% owned 


companies: (Notes: 7, 8 and 17) ..<2...0,. 5: 4.2 a) eee eee 
Prepaid rentals (Note<5) <5 a. re: onion opened oe 


Fixed’ assets (NOtGiie soe oe bes SO ee ee 


1974 


S 185,461 


913,336 
24,553 
207,222 
29,958 
210,000 
61,260 


1,631,790 


83,731 
987,357 
312,540 


146,488 


839 


$3,162,745 


June 30 


1973 
(Note 1) 


$113,958 


708,074 
23,148 
120,547 
21,315 


68,232 
1,055,243 


151,120 
1,271,881 


25,423 
210,000 
926 


$2,714,593 


1974 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities: 
Bametoaiand. overdrans (NOIG OD). 0c 0. lees csc emacs ce baw ed ae 5 392,443 
ee AV AMIer and, aACCIICO Ae ae Vie Hoe ING ce eck eka ceeds 662,361 
Seme maxes DAVADICNGIC 1 hase goede fee cvs eset eedaee sees 115,000 
Current portion of deferred revenue............. 0. QUI 22 
Bemme OOO Ol OMG ICTINIGODL 2... iva anger scpdwn ves ves be even es 426,103 
1,623,629 
mumeirecerevenue, less current Orion .. 6c... 6. a ee cee es SE 10,934 
Long-term debt, less current portion (Note 9)............ 0... ccc eee ees 1,078,256 
Shareholders’ equity: 
Share capital (Notes 1 and 10) — 
Authorized — 
5,000,000 shares without nominal or par value 
100,000 preferred shares with a nominal or 
par value of $20 each 
Issued — 
1,634,139 shares without nominal or par value................... 792,236 
eee MPO SPA ET ICL V1).s 2 she Paki. ace ook oie MLS he Wan ee eka E rade eit (342,310) 
$3,162,745 


Commitments and contingent liabilities (Note 12) 


APPROVED ON BEHALF OF THE BOARD: 


B. BERG _ Director 


R. BURKE _ Director 


1973 


S 334,416 
477,198 
Tig 78 


429,943 
1,358,735 


875,413 


7175236 
(236,791) 


$2,714,593 


DIGITECH LTD. 
Consolidated Statement of Loss 


REVENUE, acces Haw oso hain be ho eae 


Costs and expenses excluding depreciation 
and amortization: 


Operating and selling. ucesa,.nieen sate cree eee ieee 
General-and administrative’... 3245-49 eee ee 


Interest — 


Share of (income) loss of 50% owned 


Companies AINOIG: 13) f.. eatoeen erent tee ae 


Income: before-the following sam jus oe ee ee 


Depreciation and amortization of fixed assets....................0.. 
Amortization. of programs:and systems, s..454. c06 oe eee ee 


Income (loss) before income taxes and 


extraordinary itm -a nc. vues ua cece te Sree 


Provision for income taxes — deferred (Note 14) ................... 
Loss before extraordinary items...................0000 cee 


Extraordinary items: 


Reduction in income taxes — deferred (Note 14) ................. 
Costs related to the amalgamation (Note 15).................00.. 


Loss forthe year nt 2..40 05 ivan ee eee ee eee 


Loss per share: 


Loss per share before extraordinary items........................ 
EXtraondimany: 1LernSs.fs sry aay c a cae A ae ee 


Year ended June 30 


1974 


$4,164,680 


2,957 OF 
700,305 


1128736 
39,251 
30,1707, 

3,840,178 

324,502 


225,611 
36,725 


262,536 


61,966 
93,000 


(31,034) 


93,000 


(167,485) 
( 74,485) 
§ (105,519) 


S (.02) 
(.05) 
Sa, 


1973 


(Note 1) 
$3,325,906 


2,453,176 
595,067 


142,061 
11,411 


(11,914) 
3,189,801 


136,105 
321,083 


“30 10Ge 


(184,978) 


(184,978) 


S (184,978) 


S (.12) 


S (.12) 


Year ended June 30 


1974 


S$ 236,791 


1OS:519 
$342,310 


1973 


S° “51644 
184,978 
S 236,791 


DIGITECH LTD. 


Consolidated Statement of Changes in Financial Position 


1974 
Source of funds: 
From operations: 
Income before depreciation and amortization, 
income taxes and extraordinary Wem, . sccis 6 cnc. wenn saa e ue wns 519324502 
Add: Net funds provided — extraordinary items: 
ErOCeeds: On CISPOSal-Of EQUIPMENT wis fois a ca Sees tek wove oo 249,277 
PLAN CIMVALORLCXDCMSCS nie aicnst wile desea chet lin Ar cncle wide asad aohawty ___ (48,389) 
From operations including extraordinary items................. 525,390 
Provision for, net of recoveries of, current income taxes............... 7 
Repayments on notes receivable, including change 
Be Sr ONNON eee Fa caNon cs Mk ee bx Bh vb v mang swe vk Wen Wo ee 67,389 
Issue of capital stock (1974, in payment of debt) .................0.. 75,000 
Issue of long-term debt (1973 — See below)...................0000. 902,500 
i COALS ier eal acne ne Dat, bi Aa ale a Bice ast a 210,000 
Pere UCIIUC (EGUCHION sc 5 5. fas caine wd blue Dan v bond wha) Bees oe toate 10,934 
ES cco onto RAB aR UO heen gn Ses Ae oR AS elit oso 
1,791,300 
Use of funds: 
Purchase of fixed assets, net of proceeds 
COTTE SORE US aire a ale ene ae OM eth se Sanne ee ee oe 309,660 
mute aSO1Or PlOoGtalmS amd SYSICMS.. cc aesc cdc cacti sander e eae 349,265 
OSES YG PTS] A102) ESE at ene ncaa Se A OO None A OR ane en ae ee — 
Advances to 50% owned companies, net of share 
OSS Sy ya cies Geno Rs ee aM soe ee ANS EPs 121,065 
Repayment of long-term debt and changes in 
current portion (1973 — net of issue of long-term debt) ............ 699,657 
1,479,647 
Increase (decrease) in working capital..................00005- 311,653 
Working capital (deficiency) at beginning of year..................00585 (303,492) 
Working capital (deficiency) at end of year (Note 9)............ Sec 6) 


Year ended June 30 


1973 


(Note 1) 


Speiicley eb 


136,105 


(4,794) 


12,459 
23,019 


166,789 


334,288 
210,000 
12,569 


263,188 


820,045 


(653,256) 


349,764 
S (303,492) 


DIGITECH LTD. 


Notes to Consolidated Financial Statements 
June 30, 1974 


1 


AMALGAMATION: 


Pursuant to an agreement of August 10, 1973, CDP Computer Data Processors Ltd. (“CDP”), a company engaged in 
providing data processing services (geological and other) and Digitech Corp. Ltd. and its wholly-owned subsidiary 
(“DCL”), companies engaged in providing data processing services (geophysical and other), were amalgamated 


into Digitech Ltd. (“Digitech”) (The “Company’”). 


The amalgamation has been accounted for as a pooling of interests and the consolidated accounts of COP, DCs 
and Digitech have been combined for the year ended June 30, 1974 and for CDP and DCL for the year ended June 
30, 1973. 
The following presents the condensed financial positions of the companies and the combined financial position as 
of June 30, 1973 after giving effect to the following: 
Write-off of the unamortized costs of programs and systems in the accounts of CDP. 


(i) 
(ii) 
(iii) 
(iv) 
(v) 
(vi) 
(vii) 


Recording DCL’s inventory of magnetic tapes and replacement parts. 
Elimination of DCL’s provision for deferred income taxes. 


Transfer of CDP’s contributed surplus. 


The issue of 2,000 shares of DCL at $8 resulting in notes receivable of $16,000. 
Write-off of CDP’s unamortized goodwill. 


Exchange of all CDP’s outstanding shares (600,322 shares) for 600,322 shares of Digitech and all DCL’s out- 
standing shares (73,861) for 983,817 shares of Digitech. 


ASSETS 


Current assets 


Notes receivable, less current portion 


Investment in 50% 
owned company 


Fixed assets less accumulated 
depreciation and amortization 


tere cer Py per 


Unamortized programs and systems 


costs and other 


LIABILITIES AND 


SHAREHOLDERS’ EQUITY 


Current liabilities 
Long-term debt less 


Current portion 


Deferred income 


©. tw Ket cele! eitwi ley a) a ie: 


Contributed surplus 
Retained earnings 
(QETICH) TA sets oe 


SHiz. ted; WsF,s, '¢, ta ey (8) se) ol ta) alee) ww ket iba et ei eiea 


A Pa! ae, aie) epeel wine: 18): ler al auiel ce: rae «tel Marais 


Sy Gem) (OBI? 'e) 01's) ef Uar ie Neulieeiiis’ ‘a 


OF e)ee) 6 006. 020,86 al eine minis 


OF CE TRESS oy) PRC CE aC ON OC ECT (CECE Chat) 


CO ORO Ont Melle OeTetetht ria ert 


CDP DCL 
(Audited) (Unaudited) 
S 374,000 S 652,000 
109,000 28,000 
25,000 ~ 
507,000 765,000 
_ 210,000 
23,000 _ 
217,000 — 

-- 1,000 
$1,255,000 $1,656,0C0 
CDP DCL 
(Audited) (Unaudited) 

S 626,000 S 733,000 

245,000 630,000 

_— 157,000 

600,000 101,000 
949,000 — 

(1,165,000) 35,000 

$1,255,000 $1,656,000 


Adjustments 


(v) S 2,000 
(ii) 27,000 
(v) 14,000 


(vi) (23,000) 


(i) (217,000) 


Adjustments 


(iii) (157,000) 
(v) 16,000 
(iv) (949,000) 


893,000 


Combined 
$1,055,000 


151,000 
25,000 


1,272,000 
210,000 


1,000 
$2,714,000 


Combined 


$1,359,000 


875,000 


717,000 


(237,000) 
$2,714,000 


The following table presents the condensed earnings (losses) of CDP and DCL, before income taxes, for the periods 
indicated after giving effect to adjustments indicated above: 


CDP DCL 
Year ended June 30 Year ended December 30 Year ended June 30 
1972 bosg978 1971 1972 1973 
(Audited) (Audited) (Unaudited) (Audited) ‘(Unaudited) _ 
Bhs ei 2. RM. otha OS $1,961,000 $1,441,000 $1,366,000 $1,995,000 $1,897,000 
mers aNd Expenses, .....)....406. 1,804,000 1,543,000 1,106,000 1,364,000 1,659,000 
Amortization and depreciation...... 182,000 142,000 121,000 150,000 179,000 


1,986,000 1,685,000 1,227,000 1,514,000 1,838,000 


Income (loss) before income taxes. . S (25,000) S$ (244,000) S$ 139,000 S 481,000 S 59,000 


2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 


Principles of consolidation — 
The consolidated financial statements include the accounts of Digitech and its wholly-owned subsidiaries: 


Digitech Systems Co. Ltd. 

Digital Technology (London) Ltd. 

EDP Engineering Data Processors Ltd. (Inactive) 
CDP Computer Data Processors, Inc. (Inactive) 
Digitech International Ltd. (Inactive) 


The consolidated financial statements also reflect Digitech’s investment, carried on an equity basis, in GUS- 
Digitech, Inc., a 50% owned corporate joint venture. 


Foreign currency balances included in the consolidated financial statements have been expressed in Canadian dol- 
lars on the following basis: 

Current assets and liabilities — at the rate of exchange on June 30, 1974. 

Other assets and liabilities — at historical rates of exchange. 


Revenue and expenses — at the average of monthly rates of exchange for the year, except provisions for deprecia- 
tion and amortization which are translated on the same basis as the related assets. 


Inventories — 


The companies value work in progress on a percentage of completion basis. Other inventories are valued at cost 
which approximates replacement cost. 


Depreciation and amortization — 


Computer equipment and accessories are depreciated at rates designed to amortize the costs, less estimated 
salvage value (which in most cases represents 20% of cost), over a period of 60 months. Furniture and fixtures are 
depreciated over 120 months. Leasehold improvements are amortized over the terms of the lease. 


Current program development costs are expensed as incurred, except those costs relating to programs, systems 
and data purchased from others after July 1, 1973. These latter costs are capitalized and amortized over a period of 
60 months, commencing when purchases are made. The unamortized costs of any such items having doubtful 
future revenue producing potential are written off. 


Income taxes — 


For tax purposes the predecessor companies, on a combined basis, incurred net cumulative losses and claimed 
depreciation and programs and systems costs and amortization in amounts which were less than similar amounts 
charged against income for accounting purposes. No recognition has been given in the accounts for possible future 
tax benefits related thereto. 


Earnings (loss) per share — 


Basic earnings per share are calculated on the weighted average number of shares outstanding during the year 
after giving retroactive effect to the amalgamation referred to in Note 1. Fully diluted earnings per share are based 
on the assumption that all shares reserved for possible future issuance had been issued. If the result is anti-dilutive 
fully diluted earnings per share are not reported. 


AMOUNTS OWING FROM DIRECTORS AND OFFICERS: 


“Accounts receivable — other” includes amounts owing from officers and directors of $5,578 as at June 30, 1974. 
“Notes receivable” include an amount owing from an officer of $8,832. 
INVENTORIES: 


Inventories consist of the following: 


1974 1973 
Computer tapes ics c ae see, cates eee S 61,625 S 53,019 
SPalre: PariS. cee ces. c ovate) oh onetime eae a ages tc oe 173925 19,216 
General'suppli@S tan 3.6 4 oe hk We Sv ee tee 8,264 6,644 
WOrK "10: DIOQIES Sing, icin sect ans accesible pace Sa nn eee 119,408 41,168 
$207,222 $120,547 


BANK LOAN: 
The bank loan is secured by a general assignment of accounts receivable. 


Subsequent to June 30, 1974, the Company received $210,000, which represented a refund of prepaid computer 
rentals. To replace this rental deposit the Company, in turn, issued an irrevocable letter of credit through its bank. 
which reduced the Company's bank line of credit by $210,000. 


NOTES RECEIVABLE CONSIST OF: 


Notes arising on sale of computer hardware and software to Yacimientos Petroliferos Fiscales, 
Buenos Aires, Argentina. These notes are due in semi-annual instalments of $27,263, 
together with interest at 8%, are secured by title to the equipment and are pledged as security for 


the notes payable referred to in Note Gis fics, sone ee eee $109,053 

Notes arising from the exercise of stock options, due in instalments aggregating $5,234 per 
year: 

EMpPlOVOOS 3 vsccs goss «sony dele ae hee eager enn ae ar 25,606 

ORICOG is ne abe. his Cues ain, 5 Re obare ts coe RR eG ec 8,832 

Formernemployees Secured’ 20.25 ais sacra ame ai ar net ie Pee es 1,500 

144,991 

LéssPortion due. within one year 21a) ote ae er ne eee 61,260 

S 83ifar 


FIXED ASSETS — PROGRAMS AND SYSTEMS: 


The costs, accumulated amortization and depreciation and net book values of fixed assets and programs and 
systems at June 30, 1974 are as follows: 


Accumulated June 30 June 30 
amortization 1974 1973 
and Net book Net book 
Costs depreciation value value 
Computer equipment and accessories....... $1,279,728 $573,982 $705,746 $1,075,402 
FUSIRICC ani TIX(UeS 7. 1de1s teeter. 144,494 60,850 83,644 62,922 
Leasehold improvements................... 215,092 ll eas 197,967 133,557 
WWOUAIS: AR Fee Ae nat ee recom tae $1,639,314 $651,957 $987,357 $1,271,881 
PIOGramSvand-SVSt@MiSs 4.0 eee ee S 349,265 S$ 36,725 $312,540 S$ — 


Programs and systems costs relate mainly to the Omega file, a computerized record of geological and geophysical 
data on wells drilled in Western Canada. The file was acquired from a company in which CDP previously owned 
50% of the share capital. Prior to acquiring 100% of the file, the share, representing this 50% interest, was sold to the 
other shareholder. In the opinion of management the Omega file has a value of at least its purchase price of $390,- 
- 000; however for accounting purposes the purchase price of the file has been reduced by the excess ($48,435) of 
the consideration received for the share (50% interest) over the carried cost of the investment in the share. 


INVESTMENT IN GUS - DIGITECH, INC. 


This account consists of the following: 


MRT AICS | NEU rt. Brat Sey eka eas On RET i sks oe tena en SR dou dla nde 
Computer equipment and accessories sold to GUS - Digitech, Inc......... 
ERIN Ate OI OSSAO JUMO.OO, Ol 4: CR ae ares se ai cnbeseteal sl nw vues ate pielbllecea ews 


LONG-TERM DEBT: 


Conditional sales agreements payable, excluding interest of $27,000. 
(1973 - $88,000), interest rates of 8% to 11%, secured by retention of 
title to specific equipment, due in equal monthly instalments of 
ME AN ISO, SOO eerie besa ins, setae WG ete ebah es aan Sots. «ka 


Notes payable, interest at 7%4%, repayable in five equal annual 
instalments from 1976 to 1980, inclusive. The notes carry options to 
purchase shares, and are unsecured but their terms include restrictions 
with respect to incurring debt and lease commitments and with respect 
mrmmrrerarira ers. (NOL O) 4a ieee of nates ska Ss kn koh Os enn os dor 


Chattel mortgage, excluding interest of $45,200, interest rate of 13%, 
secured by specific equipment, due in equal monthly instalments of 
OS A en ee Cee: ee ee 


Conditional sales agreement, secured by “Omega File”, payable in 
SmneualinStalRGGMIS Ol; S561 50 panes Ss arch ag Soka. %.4 os Oe! 


Agreement for sale “Omega File”, payable $30,000 in each of fiscal 
MIS AMICL WE Or ccc easly, tetag ha each net eg Saal Ee ere oe 8 


Notes payable, secured by pledge of notes receivable, payable in semi- 
annual instalments of $24,537 plus interest at 1.5% above New York 
ROTI ALO INOLGAO Rs wen tiie tek) a a eMC ne oo at ees Pete Bh 


Conditional sales contract, secured by retention of title to CDC 3300 
computer, payable in monthly instalments of $9,789 including interest at 
ee ICC ase: ara tichal ce seer Gee ies aa ate. Garry epee Matern: inna me 


Other notes and conditional sales contracts payable, with interest at 
Pate SeCH TNA 75.10.01 10 DET ANU iitiaot ean nk ear ian uteeetars und ance 


Besse Current portion, ineluding arrears'(i) 2.3 .eitan Jon i ec ts 


Amounts due in each of the next five years are as follows: 


Fiscal 1975 $426,103 
1976 362,760 
1977 220,010 
1978 158,340 
1979 142,146 


1974 


S 409,365 


612,500 


138,97 1 


168,750 


60,000 


98,147 


16,626 


1,504,359 


426,103 


$1,078,256 


S 27,422 
147,500 
(28,434) 


$146,488 


1973 


S$ 600,071 


250,000 


147,192 


259,683 


___48,410 


1,305,356 


429,943 
$875,413 


10. 


Uae 


(i) 


Under the terms of certain of the conditional sales agreements, the failure to make a payment on time results, at 
the lender's option and upon notice, in the full balance becoming due and payable. Since notice has not been 
received, the amount shown as current portion includes only fiscal 1975 payments due together with arrears to 
date. Had notice been received the current portion and current liabilities would be increased by $133,875 and 
working capital, now shown as $8,161 would become a deficiency of $125,714. 


SHARE CAPITAL: 


Share capital has been issued as follows: Number of 
shares Amount 
Onjamalgamation of CDP. and DCIA(Note) &..2)5 a ee 1,584,139 $717,236 
Shares issued in payment of Agreement for 
sale, “Omega. File’: . ose. nee oe eee ce ee 50,000 75,000 
1,634,139 $792,236 


Of the authorized but unissued common stock, 587,662 shares are reserved at June 30, 1974 for the following: 


(i) 


(ii) 


(iii) 


At June 30, 1974 the following had been granted under the Plan: 


The 7%% unsecured notes provide that the holders may purchase an aggregate of up to 275,644 shares at 
$0.91 per share to November 1, 1980. 


The 7%% unsecured notes provide that the holders may purchase an aggregate of up to 292,338 shares at 
$1.24 per share to November 1, 1980. 


Options granted as to an aggregate of 19,680 shares to officers and employees of the Company under the 
terms of the Employee Incentive Stock Option Plan. Options are exercisable within a period of five years from 
date of grant. 


Approximate 
market value at 


Neher Option price date of grant 
of Per Per 
Date Option Granted shares share Total share Total 
December.15,.197.0 se S.A 3,680 $1.44 S$ 5,299 $1.65 SP6072 
December 13a Oy tes s acke 3, ce eee en 1,000 30 1,100 1:25 1,250 
SeplembersG «iv 2a tee eco ee ee 4,000 2.02 8,080 225 9,000 
May 4249 7.3: cei oie. 5 cae cus sean ee ee 11,000 1535 14,850 1.50 16,500 
19,680 
DEFICIT: 
Balance as at June 30, 1972: 
CDP (as reported) deficit’. ..... . 7 s:..02<, eee $891,496 
DCL (unaudited) retained earnings........... 0... c cece cece ee. 18,107 
873,389 
Add (less): Adjustments to conform accounting 
practices and other adjustments based on 
June 30, 1972 amounts: 
CDP — 
Write off unamortized costs of 
PKOGlaMS-andssySteMmS: 1 ea-my eras aes ee ee $238,077 
Write off unamortized costs of goodwill...................--. ae cS IF 
Transfer of contributed: surplusgea) ce (948,963) 
DCL — 
Record inventory of magnetic tapes 
andireplacement parts: aiteigintn. atc... eee eee (27,082) 
Write off deferred income tax provision...................... (70513) 
(777,084) 
96,305 


Add: Provision for possible 1972 
reassessment, DCL........... 


Less: 


income tax 


Seal fale a) fe ieee Ses @nde: se Pe Kenya aw! Up onal iota wiles) © ie) 8) 5) 6 ia le) a 


DCL prior period adjustments, mainly with 


respect to debt forgiven . 


kee Ate a) 58) (elem OMe he inh AL wecn tml in /@/ ‘alah ‘al fe) fey wikw 16 1b Sar eve @ive is) 6 48 


DCL recoveries of current taxes, as a result 


of carrying losses back.. 


Restated combined balance as at 


June 30.1972 .... 


MOMs ei silia: mieeL a) -6)@n se" Xe) (eee) (© \e. et hee) a) (a, (vice etre we ate! se, 0 e!.8 >. 8 


12. COMMITMENTS AND CONTINGENT LIABILITIES: 
The companies have the following lease commitments: 


Description 


Office space. . 
Office space. . 


Equipment.... 
Equipment.... 


115,000 
211,305 
49,286 
110,206 
159,492 
$51,813 


Approximate 


Monthly 
Expiry Cost 
SAR te gh CN rE ae ae a 1983 $16,000 
SS ake ya ee ee ene eg ee eee 1993 1,100 
Re Miles Pat beak Nghe e-ink SE ais] cen aA SI Siig 1975 9,000 
Se eats Sateen Re Ss od renee Seca Rhea’ 1979 41,000 


Under an agreement dated January 30, 1973 with a non-affiliated U.S. corporation, the Company granted exclusive 
marketing rights to its seismic and graphics systems for a period of five years. The agreement is presently being 


renegotiated. 


13. SHARE OF (INCOME) LOSS OF 50% OWNED COMPANIES: 


Share of loss, GUS - Digitech, 


UG eeg tee Wk Ret ivege eA, Se Ge nein 


Share of (income) loss, Omega Systems Ltd. in fiscal 1974, 
net of $11,500 management fee income (Note 7) ................ 


14. INCOME TAXES: 


1974 1973 

$28,434 $ — 
1,743 (11,914) 
$30,177 $11,914) 


As outlined in Note 2, no provision has been made for possible future tax benefits which may result from claiming 
costs not previously claimed for tax purposes. 


As a result of claiming certain of these costs in fiscal 1974, taxes otherwise payable were reduced by approximately 
$93,000. This reduction has been shown as an extraordinary item of income. It has been calculated as follows: 


Income before taxes and extraordinary items 


Add: 


Equity in net losses of 50% owned companies — 1974 


(excluding management fee) 
Losses (including start-up costs) of U.K. subsidiary — 1974 


Accounting income on a tax basis 


Assuming a 50% tax rate 


aise eo a, ariel ele eet in) oe) leat oi lehia/iaiee! iw elim 0) seed! sal. min, ce. 'e} ye! B)) aa. 8. Gee ieulelh el Vwiw) Maer <@) Slkn) Ge 


Pi pied Shekel ey migini tn. malecumgls) ei heig's, a) ha guia (6). eile se le e)..et)e) 


RY Whey el way nt ysl 1 @)iKe) (o> cel su, a ba tel Dele a eh) (eee) ies, ale, ye cee i) a) gel eye ene) woe 


rere $186,000 
prea $ 93,000 


Siceo en emo bears witeietinh a) eiik) pies ese nescouie (ny mie “ele) een 6 ner (een ve! e 


ees Ch hy S$ 62,000 


ape era 42,000 


82,000 


At June 30, 1974, the undepreciated cost of fixed assets and programs and systems, for Canadian tax purposes, ex- 
ceeded the related amounts, for accounting purposes, by approximately $1,100,000. Actual tax losses remaining to 
be carried forward and claimable to 1978 amounted to $10,000. Assuming a 50% tax rate, possible future Canadian 
tax benefits could amount to approximately $550,000. Since such benefits are not virtually assured, they have not 


been recorded. 


In addition, the U.K. subsidiary has on a cumulative basis, incurred losses (mainly as a result of start-up costs) of ap- 


proximately $118,000. 


15. COSTS RELATED TO THE AMALGAMATION: 


Amalgamation costs consist of the following items: 


Expenses: 
Legal fOOS x. «as earace Syiegaseahn Ba: sh Seas sean Sts cele eet S 25,259 
Accounting.and audit fees... ccs cufeaen ee ret rai oe ee tee 16,800 
PHIMEING COSTS fos. acts ere on 5 fcuk Rene meee eee EP oe ee ee ee 4,257 
stock exchange f6e@s. cis fic cis me dmen cts ve, Bere oars go ae 1,500 
Elimination of duplicate facilities and excess capacity: 
Loss on disposal: of equipment <.5.4.. 20s s sect ee 103,913 
Loss with'respect to leaseheld improvements; 21). a-c. nar ok eee eee 6,278 
Moving costsy tC... ipa nee carci at ieh & oceans Stele eee iy cane een em 9,478 


$167,485 


16. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS: 


During fiscal 1974 there were thirteen directors and five officers, of whom three were also directors. Directors’ fees 
and officers’ remuneration for the year amounted to $3,300 and $121,867, respectively. Officers who are also direc- 
tors receive no remuneration in their capacity as directors. 


17. SUBSEQUENT EVENT: 


On September 11, 1974 the Company received notice that Globe Universal Sciences, Inc. (GUS), the other 50% 
shareholder in the joint venture company, GUS-Digitech, Inc., wished to terminate the joint venture operations. 


On liquidation, and after paying all liabilities, each shareholder is to receive an amount equal to the depreciated 
value of the equipment it originally sold to the joint venture (or the actual equipment) and the balance of any funds is 
to be distributed equally. 


Amounts which may be realized on such liquidation cannot be determined accurately at this time and it is possible 
that a loss could result. No provision has been made in the accounts at June 30, 1974 for any such loss. 


Auditors’ Report 


To the Shareholders of 
DIGITECH LTD. 


We have examined the consolidated balance sheet of Digitech Ltd. as at June 30, 1974 and the consolidated state- 
ments of loss and deficit and changes in financial position for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we con- 
sidered necessary in the circumstances. 


As outlined in Note 17 a decision has been made to liquidate the 50% owned company, GUS-Digitech, Inc. A loss 
could result and the carried value of the investment may not be realized. The amount of the loss is not presently deter- 
minable and no provision has been made in the accounts. 


In our opinion, subject to the effect of such adjustments as might have been required had the amount of the loss 
referred to above been known, these consolidated financial statements present fairly the financial position of the com- 
panies as at June 30, 1974 and the results of their operations and the source and use of their funds for the year then 
ended, in accordance with generally accepted accounting principles applied on a consistent basis. 


As indicated in Note 1, we did not examine the consolidated financial statements of Digitech Corp. Ltd. as at June 
30, 1973 and do not express an opinion on the consolidated financial statements of Digitech Ltd. as at June 30, 1973 or 
for the year then ended. 


PRICE WATERHOUSE & CO. 


Chartered Accountants 


Calgary, Alberta 
September 26, 1974 
Except as to Note 17 as to which the date is October 24, 1974 
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